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CONFIDENTIAL SECTION 01 OF 02 BONN 05552 

E.O. 11652: GDS 
TAGS: MASS, IR, GW, NL 

SUBJECT: SUBMARINES AND FRIGATES FOR IRAN 

REFS: A) BONN 4042 DTG 061903Z MAR 78 (NOTAL) 

B) TEHRAN 2419 DTG 090709Z MAR 78 (NOTAL) 

BEGIN SUMMARY: THE EXTENSIVE PUBLICITY OVER THE SALE 
OF SIX 209 CLASS SUBMARINES TO IRAN HAS REOPENED THE 
DEBATE IN THE FRG ON THIRD WORLD ARMS SALES. THE 
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GOVERNMENT HAS DIRECTED THAT A MAJOR STUDY BE INITIATED 
ON CURRENT ARMS EXPORT POLICIES. HIGH UNEMPLOYMENT IN 
THE GERMAN SHIPBUILDING INDUSTRY APPEARS TO BE THE MAJOR 
IMPETUS BEHIND A MORE LIBERALIZED ARMS EXPORT POLICY. 

FRG SOURCES CONTINUE TO BE OPTIMISTIC OVER PROSPECTS 
FOR OBTAINING ORDERS FOR AT LEAST FOUR OF THE SIX NATO 
122 CLASS FRIGATES TO BE ORDERED BY IRAN. THE FRIGATES 
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WOULD BE BUILT BY BREMER VULCAN IN CONJUNCTION WITH AG 
WESER, WHICH IS PART IRANIAN OWNED. END SUMMARY. 

1 . THE RECENT PUBLICITY OVER THE IMPENDING SALE OF 
SIX 209 CLASS SUBMARINES TO IRAN AND THE GROWING 
SPECULATION OVER AN EVEN GREATER ARMS DEAL TO FOLLOW 
HAS ELICITED SHARP AND GENERALLY NEGATIVE CRITICISM 
OF THE FRG GOVERNMENT'S ARMS EXPORT POLICY 

FROM THE PRESS AND FROM POLITICAL, UNION. AND 
RELIGIOUS LEADERS. 

2. RESISTANCE TO A LIBERALIZED SALES POLICY IS 
GROWING, PARTICULARLY FROM THE SPD LEFT. THE SPD 
PARTY CONVENTION IN NOVEMBER OF 1975 VOTED DECISIVELY 
AGAINST THE ATTEMPTS BY THE PARTY EXECUTIVE TO INTRODUCE 
A MORE LIBERAL ARMS EXPORT POLICY, DESPITE THE FACT THAT 
SUCH A POLICY MIGHT SERVE TO LESSEN UNEMPLOYMENT. 

3. HEINZ OSKAR VETTER, CHIEF OF THE ASSOCIATION OF GERMAN 
TRADE UNIONS (DGB), STILL ADHERES TO THE 1975 SPD 
POLICY. HE STATED RECENTLY THAT "THE EXPORT OF ARMS 
MATERIALS TO NON-NATO COUNTRIES MUST CONTINUE TO BE 
RESTRICTIVE." THE CHAIRMAN OF THE EXECUTIVE BOARD OF 
THE INDUSTRIAL METAL WORKERS UNION HAS ALSO COME OUT 
IN OPPOSITION TO INCREASED ARMS EXPORTS "BECAUSE 
EXPANDED CAPACITIES FOR THE PRODUCTION OF ARMS PLACES 
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THE GOVERNMENT IN INCREASED DEPENDENCY ON THE 
UTILIZATION OF THESE CAPACITIES. UNQUOTE 

4. THE UNION RANK AND FILE MAY BE MORE INCLINED TO 
SUPPORT A LIBERALIZATION IN POLICY AND SOME WORKS 
COUNCIL REPRESENTATIVES ARE APPARENTLY ON RECORD AS 
ADVOCATING A RELAXATION OF ARMS EXPORT RESTRICTIONS. 

TO DATE, HOWEVER, THE UNION LEADERSHIP HAS BEEN ABLE 
TO HOLD THESE DEMANDS IN CHECK. 

5. IN RESPONSE TO THE EXTENSIVE CRITICISM IT HAS 
RECEIVED THE GOVERNMENT HAS DIRECTED THE FOREIGN OFFICE 
TO BEGIN A STUDY OF CURRENT FRG POLICIES ON ARMS EXPORTS. 

WE HAVE ALREADY HEARD THAT DOMESTIC POLITICAL CON- 
SIDERATIONS, MOST IMPORTANTLY THE HIGH DEGREE OF 
UNEMPLOYMENT AMONG SHIPYARD WORKERS IN THE NORTHERN 
PORT CITIES, ARE PLAYING A STRONG DETERMINING ROLE IN 
THE APPROACH THE REPORT WILL TAKE. 

6. ALTHOUGH THE BUNDESTAG DEFENSE COMMITTEE UNANIMOUSLY 
APPROVED THE IRANIAN SUBMARINE SALE LAST YEAR, THE 
RECENT SPATE OF CRITICISM HAS CLEARLY PUT THE INDIVIDUAL 
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PARTIES ON THE DEFENSIVE. SPD BUNDESTAG DEPUTY 
FRIEDRICH STATED THAT THE SPD'S BUNDESTAG WORKING GROUP 
FOR ARMS EXPORTS HAS RECOMMENDED THE INTRODUCTION OF A 
COMPREHENSIVE INITIATIVE DURING THE FORTHCOMING UN SSOD 
DEBATE AND THE PUBLICATION OF AN ANNUAL DISARMAMENT 
REPORT BY THE FEDERAL GOVERNMENT. IN RESPONSE TO 
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CRITICISM OF THE COMMITTEE, FDP SPOKESMAN MOELLEMANN 
STATED THAT THE COMMITTEE HAD PROCEEDED FROM THE 
"PREMISE THAT A NATIONAL PRODUCTION CAPACITY IS 
NECESSARY FOR OUR OWN SECURITY BUT THAT THIS CAPACITY 
MUST IN NO CASE BE EXPANDED." ONLY THE CDU'S CARL 
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DAMM PUBLICLY SUPPORTED A MORE LIBERAL EXPORT POLICY 
AND ADVOCATED THE VIEW THAT THE FRG HAD THE RIGHT TO 
DELIVER ARMS TO NON-TENSION AREAS IF AND WHEN IT WAS 
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IN KEEPING WITH FRG INTERESTS. 

7. THE FOLLOWING COMMENTS ARE PROVIDED IN RESPONSE TO 
QUESTIONS RAISED IN REF B: 

A. IN GENERAL WE CAN CONFIRM SUBSTANCE OF REFTEL B 
FROM OUR OWN SOURCES, INCLUDING PAKISTANI AND INDIAN 
INTEREST IN THE 209 CLASS SUBMARINE. 

B. THE PER UNIT COST OF THESE SUBMARINES OF 80 MILLION 
DOLLARS (PARA 3 REFTEL) SEEMS HIGH TO US. THE FRG HAS 
RECENTLY SOLD A SIMILAR MODEL TO PERU AND INDONESIA 
FOR APPROXIMATELY 60 MILLION DOLLARS PER UNIT. 

C. DUE TO THE LARGE BACKLOG OF EXISTING ORDERS AND 
THE THREE- YEAR PERIOD NEEDED FOR DESIGN MODIFICATION 
AND CONSTRUCTION, WE ESTIMATE AN INITIAL DELIVERY DATE 
OF NO EARLIER THAN 1981. 

D. WE HAVE LEARNED FROM A RELIABLE SOURCE THAT THE FRG 
IS OPTIMISTIC OVER THE PROSPECTS FOR OBTAINING AN ORDER 
FOR FOUR OF THE NATO 122 CLASS FRIGATES, WITH THE 
REMAINDER OF THE TOTAL ORDER OF TWELVE GOING TO THE 
DUTCH. 

E. THE REASON FOR GERMAN OPTIMISM IS THAT BREMER VULCAN 
PLANS TO CO-PRODUCE THE FRIGATE IN CONJUNCTION WITH AG 
WESER, WHICH IS PART IRANIAN OWNED. ADDITIONALLY. 

GERMAN FRIGATES WILL BE POWERED BY THE GE LM 2500 GAS 
TURBINE AND EQUIPPED WITH THE HARPOON MISSILE SYSTEM 
WITH WHICH CURRENTLY ORDERED IRANIAN 963 CLASS DESTROYERS 
WILL ALSO BE OUTFITTED. 

STOESSEL 
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